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KEY ECONOMIC INDICATORS 


All values in million Bahamian $ end of Exchange rate: B$1.00 = US $1.00 
calendar year. 
1972 1973 % change 
1972/73 


TOURISM 


Tourist Arrivals (1,000s) 1,512 1,520 +.54% 
Air 1,045 1,022 -2.2% 
Sea 467 498 +6.7% 


Tourist Expenditures (Estimated) $286 $316 +10.5% 
CONSTRUCTION & POWER 


Building Starts New Providence 
Number of Buildings 907 
Value $29 
Building Permits Issued Freeport 
Number of Permits 83 
Value $1.47 
Electricity Produced (Million KWH) 
New Providence (Nassau) 289 
Grand Bahama (Freeport) 268 


MONEY AND PRICES 

Government Revenue (Estimates ) $93. 

National Debt $95. . 
Public (total direct charge) $70 ; $68. 
Contingent Liability (for pub1.corps.) $25. 

Public Debt Service Ratio (interest a3. i 9. 
Redemption /Government Revenue ) 

Retail Price Index (1971 = 100) 100 ; 109. 


BALANCE OF PAYMENTS & TRADE 


Gold & Foreign Exchange Reserves $29. $32. $39.9 +22. 

Balance of Payments +$5. +$3. +$2] 

Visible Balance of Trade -180. -134. -221.0 -64. 

Exports, f.o.b. (1) $81. $119. $94.3 -21. 
To U.S. $59. $74. $57.3 -23. 
U.S. Share 73% 62% 61% = Ba 

Imports, c.i.f. (1) $261.4 $253.9 $315.2 +24. 
From U.S. (2) $140.3 $126.1 $170.7 +35. 
U.S. Share 54% 50% 54% + 8, 


Other Main Sources: 
United Kingdom $43.0 $62.5 $53.6 -14.24 
U.K. Share 16% 25% 17% -32.0 
Canada $13.0 $7.80 $9.1 +16.7 
Canadian Share 5% 3% 3% 0.0 


(1) Import and export figures exclude oi]. Largest oil exporters to The 
Bahamas are: Libya $151.9; Nigeria $123.8; Saudia Arabia $106.0. 

(2) Main Imports from U.S.1973: meat and meat preparations $13.3; Other foods 
$22.9; Petroleum and petroleum products $8.7; non-electric machinery $19; radios, 
TVs, parts & other telecomm.equipment $3; domestic refrigerators, washers and other 
appliances $2.2; road motor vehicles $8.9; ships and boats $3.1; clothing $5.8; 
footwear $1.7; metal manufactures $2.4. 


Sources: Bahamas Dept. of Statistics, Central Bank of The Bahamas, Ministry of 
Works and the Ministry of Tourism. 





SUMMARY 


After three years of decline, the Bahamian economy appears to 
be levelling off. There has been new interest on the part of 
prospective foreign investors, following a period of hesitancy 
resulting from concern about the Government's "Bahamiani zation" 
policy and political uncertainties attendant on the general 
elections of 1972 which led to independence. Tourism, the 
mainstay of the Bahamian economy, in 1973 slightly surpassed 

the 1972 number of arrivals and there was a 10.5% increase in 
tourist expenditures. In spite of these increases, the hotel 
industry sustained operating losses of approximately $7 million 
in 1973. 


The Bahamian Government is actively seeking new foreign 


investment in partnership with either the Government's Development 
Corporation or private Bahamian interests. Opportunities exist 
both for investment and exports for light industries, petroleum 
transshipment terminals and refineries and agri-business. 


In 1973 US exports to The Bahamas accounted for 54% of the 

market (excluding oi1), a percentage change over 1972 of +8%. 

US exports should continue to have an ever increasing edge on 

the Bahamian domestic market due to the high exposure of US 

goods, the increasing importance of delivery time, after sales 
servicing and better financing. The US has become the "traditional" 
trading partner of The Bahamas. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


The downward trend of the Bahamian economy, which began in 1970, 
appears to have bottomed out in 1972 and there are indications that 
the economy is entering a more stable leveling-off period. There 
is some concern that the economy is stagnating. The situation has 
been aided, however, by the absence of the political uncertainties 
Surrounding Bahamian independence which have plagued the economy. 
Modest amounts of new foreign investment are beginning to appear. 


Longer range prospects for additional income should be brighter if 

plans for new oi] terminals and refineries, the re-opening of a sugar 
mill, a new cement plant and other projects are realized. The President 
of the Grand Bahama Port Authority, which controls Freeport, has 

recently reported an increase in economic activity there. For example, 

a West German firm (Klockner & Co.) will be building a pipe manufacturing 
plant on Grand Bahama. 


1973 slightly exceeded 1972's record year for tourism, which remains far 
and away the most important element of the Bahamian economy. Arrivals 
continued at 1.5 million and the Government estimates tourist expenditures 
at $316 million. Preliminary figures of foreign arrivals during the 
summer months of 1974 have tended to show substantial declines compared 
with 1973. In 1973 the hotel industry sustained operating losses 
(approximately $7 million) that were somewhat less than 1972's 
(approximately $8 million). The industry believes that the 1974 deficit 
will again be somewhat reduced. 


When assessing the economic situation of The Bahamas, it should be 
remembered that the Bahamian economy is a very open one and that it is 
particularly influenced by changes and shifts in the American economy. 


Government Policy 


On July 10, 1973, The Bahamas became an independent country within the 
British Commonwealth. After winning the general election in September 
1972, Prime Minister Lynden Pindling's government issued a White Paper 
on Independence. The section of the White Paper on Economic Development 
outlines the government's policy on development, industrial diversifi- 
cation and investment. Its basic premises, which remain the basis for 
government policy, are threefold: (1) effective control over the 
national economic environment; (2) maximization of benefits to The 
Bahamas from domestic and foreign investment; and (3) increased 

Bahamian ownership and/or participation in business activity where 
feasible. Two fields, fishing and agriculture, are reserved to 
Bahamians. However, in practice the Government appears interested 

in foreign investment in agri-business. Crown and Government lands 

will not be available to non-Bahamians except for approved industrial 
purposes and in exchange for equity participation. Normally such 
participation is through the Government's Bahamas Development Corporation. 
Control of utilities will be public either through full ownership or 
equity participation in existing utility companies in the islands. 
Foreign investment is encouraged. The White Paper states that where 
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possible, foreign investors should seek partnership with Bahamians 
or consider equity participation by the Government. The Bahamas 
tax haven status is to be maintained. The White Paper states that 
nationalization will not be an instrument of the Government's 
economic policy. 


In August 1974 the Government purchased three luxury hotels just 
outside of Nassau with a $20 million loan from the Bank of Nova 
Scotia. These hotels will form the nucleus of what the Prime 
Minister called "a comprehensive first class resort complex". 

The Government envisages a new gambling casino, convention center 
and shopping mall as part of the complex. Reaction to the Govern- 
ment's purchase was somewhat mixed. The hotel industry, however, 
welcomed the move as a positive expression of the Government's 
concern for this important sector and as one which will help to 
revitalize the quality tourist industry. At least one of the 
hotels would most certainly have closed without the Government's 
action. 


Trade Figures and Patterns 


The 1973 trade figures appearing in the table of Key Economic 
Indicators are from the Bahamian Department of Statistics' as yet 
unpublished "External Trade Statistics Report". Crude oil imports 
and oi] exports have been deleted to avoid egregious distortion. 
Well over 80% of oi] exports are to the US (including Puerto Rico). 


The Balance of Payments position of The Bahamas remains strong with 

a 22% increase in foreign exchange despite profit remittances abroad 
and capital outflows. Because of these reserves The Bahamas will 
suffer less than most from the energy crisis. Nevertheless, increases 
in oi] import prices will be an important leakage of resources out of 
The Bahamas. 


Tourist Industry 


Tourism is the dominant sector of the economy, generating more than 
70% of GNP. 1973 tourist figures showed a slight increase over 1972's 
record number of arrivals - over 1.5 million. More importantly, 
however, the average length of stay was up 6.2% and tourist visitor 
days increased 1.7%. Early figures for 1974 are running somewhat 
behind on the number of tourist arrivals as compared with 1973 but 
stop-over visitors and length of stay continue to show increases. 

In 1973 tourist expenditures increased by 10.5% over 1972. The 
Government's purchase of three hotels can be seen as a step toward 
implementing the Government's stated policy of attracting "quality" 
tourists to counteract the trend in recent years of pre-paid package 
groups. Many of the hotels burdened with high fixed labor and 
operating expenses, find it difficult to handle these groups profitably. 
Tourism remains the sector upon which growth in The Bahamas will 
largely depend - especially in the Family Islands. 





The Construction Industry 


There is a considerable delay between investment decisions and actual 
construction. The construction industry is still feeling the effects 
of the slump in the economy. The real estate market in Nassau was 
depressed during most of 1972, making it cheaper to buy rather than 
build a home. There are a number of proposals for low-cost housing 
projects, but financing appears to be the main roadblock. A $7 
million hospital expansion has been completed and the $1 million 
Central Bank building will soon be finished in Nassau. BORCO, 

Syntex and Burmah 011 are completing major expansions or new 
installations (Burmah). In the future lie the possibilities of 

a new transshipment terminal, a new cement plant, sugar mill and 
construction of the German pipe manufacturing plant. 


The Financial Community 


The Bahamas remains a major international banking center, with an 
estimated $15 billion in Eurodollars traded through Nassau. Appre- 
hension about the political future of the islands and needless fear 
about possible freezing of accounts by the Government led to a 
movement of trust accounts from The Bahamas to other tax havens 

during 1972. This movement has ceased, however, and banking continues 
as an important factor in the Bahamian economy (approximately 13% 


of GDP and 9% of employment). There were (as of summer 1973) 110 
bank branches doing primarily Eurodollars business, and many others 
doing so secondarily. 


Oil Transshipment and Refining 


The Bahamas are becoming an important oi] transshipment point into 
the United States, as well as a growing refining site. The BORCO 
refinery in Freeport has expanded to handle 500,000 barrels a day and 
is completing a desulpherization unit. Burmah 0i] in partnership 
with the Bahamas Development Corporation, will have a transshipment 
terminal on Grand Bahama operational by November 1974. It will be 
able to handle 500,000 DWT supertankers. Another refinery or trans- 
shipment terminal is in the planning stage. 


Industrial Sector and Diversification 


With the exception of the export-oriented industries in Freeport 
(cement, hormones, and the oil refinery) and a rum factory in Nassau, 
the industrial sector is limited. Local industries include soft drink 
bottling plants, two canning operations, a hand-print fabric operation, 
a dairy, and a bleach factory. Several others are either in the 
planning stage or approved under the Industries Encouragement Act (see 
below), but not yet in operation. Among these are a feed mill, a 
furniture factory, a mattress factory, and a plastic factory. 
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Diversification of the economy away from dependence on tourism has long been 

a goal of the Bahamian Government. The Ministry of Development has drawn up 
an extensive list of what it considers potential areas for industrial develop- 
ment. Among others the list includes garments and hosiery, assembly of 
scooters and bicycles, cigarettes and cigars, soap, assembly of diesel and 
marine engines, and batteries. 


Agriculture and Fisheries 


To further its policy of diversification and to alleviate the almost total 
dependence on imported food, the Government is pushing the development of 
agriculture and looking for ways to exploit the fishery resources of the 
waters around The Bahamas. USAID is assisting through a livestock research 
and development project on Andros Island. Agriculture, for the most part, 
has been subsistence farming. One large company is growing cucumbers on 
Abaco for the US market and is exploring the possibility of raising winter 
vegetables for the US market on another island. A pork-processing plant 
is also being considered. In a recent speech the Minister of Development 
Said a long term objective is to develop agri-business and to promote an 
agri-industrial complex for The Bahamas. 


The UNDP is helping train Bahamians in modern fin fishing methods. Bahamian 
regulations have been changed to allow use of traps for lobstering. A 
Bahamian claim to the spiny lobster as a creature of the Continental Shelf 
which is in the offing, could bring a large expansion of the Bahamian crawfish 
industry. 


The Government is in the process of deciding to what extent foreign investment 
will be encouraged in the development and expansion of this industry. In any 
case an expansion of the crawfish industry would give impetus to the 
Government's goal of developing a fish and seafood canning and freezing 
industry where foreign investment is already encouraged. 


IMPLICATIONS FOR THE UNITED STATES 


Trade Prospects 


The United States is the major trading partner of The Bahamas by a wide 
margin. US exports to The Bahamas, which increased by a percentage change 
of 8% over 1972, should continue to capture an increasing share of the 
Bahamian market. 


The Bahamian dollar was devalued in February 1973 and is now on par with 

the US dollar. US consumer goods have a competitive edge, because Bahamian 
consumers are familiar with them through Miami television, radio and news- 

paper advertising. The quality, shorter delivery time, lower freight costs, 

ease Of ordering, favorable exposure of US products and better financing 

more than off-set the slightly lower custom duty advantage enjoyed by goods 

from the UK and other Commonwealth countries. The Commonwealth Tariff preference 
is currently under study by the Bahamian Government. 


Major export opportunities do or will exist for equipment for oi] transshipment 
terminals, refineries, and related areas such as a ship repair facility. As 
new industrial and agri-business investments come to The Bahamas, opportunities 
will exist for capital goods in factory equipment and farm machinery. The 
Government will also need additional equipment for improvement of the water 

and sewerage systems. 
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In view of relatively high labor costs, the hotel industry is in the 
market for labor saving products, fast food preparation equipment, 
and convenience-type food. 


Independence has also opened new opportunities for sales to Bahamian 
Government entities which had previously gone to British firms. For 
example, an American firm received the contract to equip an expanded 
hospital facility in Nassau. The firm has also provided technical 
assistance. 


Investment Outlook 


Strong and unsettling government statements and a rigorous application 
of the Bahamian work permit policy slowed new investment considerably 
during the period 1969-1972. The Bahamian Government is now engaging 
in a public relations campaign to attract new foreign investment. 
Though some delays are still encountered, the situation on work permits 
seems to have eased, and this should help in restoring investor 
confidence. 


Opportunities exist for investments in tourist and resort residential 
developments, particularly in the other islands aside from New Providence 
and Grand Bahama. The Government is also looking for investors who, in 
partnership with Bahamians, can develop light industries such as those 
mentioned in the section on "diversification". 


Incentives for investors are offered through the Industries Encouragement 
Act and the Hotel Encouragement Act. These grant relief from import 
duties for plant machinery, tools, equipment, raw materials and in the 
case of hotels, the materials and furnishings imported for constructing 
the hotel. 


Prospective investors should contact the Ministry of Development and 

the Bahamas Development Corporation and are invited to discuss their 
projects with the Economic/Commercial Section of the American Embassy. 

In the past firms, particularly those seeking inclusion under the 
Industries Encouragement Act, have encountered delays between initial 
submission of proposals and final approval by the Government. On major 
development-type projects, the Government will seek equity participation, 
usually 51%, using Government land as its contribution. On medium-sized 
or small undertakings, the company is encouraged to offer a portion, 
though not necessarily a majority, of its stock to Bahamians. 


What "Bahamianization" means to potential US investors is that require- 
ments for non-Bahamian staff should be kept to a minimum. An investment 
proposal should include a plan showing the expatriate positions required 
and a plan for training Bahamians to fill those positions initially 
Occupied by expatriates. 





